DEPARTMENT OF THE TREASURY
Bur eau of Al cohol, Tobacco and Firearns
27 CFR Part 296

[T.D. ATF-423]
RN 1512- AB95

Fl oor Stocks Tax for Cigarettes (99R-259P)

AGENCY: Bureau of Al cohol, Tobacco and Firearns (ATF), Departnent of
the Treasury.

ACTION: Final Rule (Treasury deci sion).

SUMVARY: Thi s document inplenents section 9302 of the Bal anced Budget
Act of 1997 (Pub. L. 105-33). This docunent prescribes regulations
covering the conputation and payment of floor stocks tax on Federally
taxpaid or tax determ ned cigarettes which are held for sale on January
1, 2000 and January 1, 2002. This docunent al so provides regul ations
for conducting inventories and for maintaining required records
associated with the floor stocks tax.

EFFECTI VE DATE: Decenber 22, 1999.

FOR FURTHER | NFORVATI ON CONTACT: Robert Ruhf, Regul ations Division,
Bureau of Al cohol, Tobacco and Firearns, 650 Massachusetts Avenue, NW
Washi ngton, DC 20226, (202) 927-8210, e-muil, alc/
tob@tfhqg.atf.treas. gov.

SUPPLEMENTARY | NFORVATI ON:
Ceneral Requirenents

Section 9302(j) of the Bal anced Budget Act inposes a floor stocks
tax on all cigarettes. This floor stocks tax is to be conputed on
Federally taxpaid or tax determined |arge and small cigarettes held for
sale on the first nmoment of January 1, 2000 and January 1, 2002.

The floor stocks tax applies to anyone who holds cigarettes for
sale on the tax increase dates. This applies to manufacturers,

i nporters, wholesalers and retailers. The tax applies to cigarettes
only; the floor stocks tax does not apply to other tobacco products

(i ncluding cigars, snokel ess tobacco, pipe tobacco, and roll-your-own
t obacco) or cigarette papers and tubes. Cigarettes that are in vendi ng
machi nes in accordance with 27 CFR 296.212 on the tax increase dates
are not subject to the tax.

I nventory Requirenents

Liability for the floor stocks tax is determ ned on the basis of an
i nventory of cigarettes held for sale. Each person will be required to



make either a record of the physical inventory or a book or record
i nventory supported by the appropriate source records. The inventory
nmust be taken sonmetine between Decenber 26th and January 10t h.

The inventory nust separately account for any cigarettes held for
sal e that have been marked for export fromthe United States. A package
of cigarettes marked for export fromthe United States has been
imprinted or has been |l abeled with the words “Tax-exenpt. For use
outside U. S or “U S. Tax-Exenpt. For use outside U S.” or has a
stanp, sticker or notice, required by a foreign country or a possession
of the United States, which identifies the foreign country or
possession. If a person is required to file a return, that person wll
report the quantities of these export cigarettes separately on the tax
return.

ATF believes that the requirenents of a separate inventory and a
separate reporting of cigarettes on the tax return marked for export
are necessary to enforce the provisions of 26 U . S.C. 5761(c). Section
5761(c) of the IRC penalizes persons who sell, reland or receive
cigarettes that have been | abel ed or shipped for export on or after
January 1, 2000. W note that any person who has cigarettes with such
export markings that are held on the first noment of January 1, 2000,
and are tax paid or tax determ ned may continue to sell these
cigarettes without incurring the penalties of section 5761(c).

The requirenents to take a separate inventory of cigarettes that
have been nmarked for export fromthe United States, and if required, a
separate report on the tax return, will identify those who hold such
cigarettes and the quantities involved. By identifying the quantities
of cigarettes that have been marked for export before January 1, 2000,
and the persons hol ding such cigarettes, ATF can nore effectively
conduct inspections to ensure conpliance with the provisions of 26
U S C 5761(c).

Filing Requirenents

Any person hol ding Federally taxpaid or tax determ ned cigarettes
on January 1, 2000 or January 1, 2002 may have to file a tax return and
nake paynent. Each person is allowed a credit of $500 or the amount of
the tax liability, whichever is |less. Therefore, a person whose
l[iability is $500 or less will not be required to file a return
However, all persons must maintain an inventory record establishing
that the tax liability is $500 or |ess.

VWere tax is due, paynent in full nust acconpany the return. For
the tax increases on January 1, 2000, and January 1, 2002, persons mnust
file the floor stocks return and pay the floor stocks tax no later than
March 31, 2000, or April 1, 2002, respectively.

Del egati ons

In the sections of the regulations that are affected by this
docunent, we have replaced obsolete ATF titles with the “appropriate
ATF officer” and referred to a del egation order that specifies the
current title of the ATF official for each activity. The titles of
responsi bl e persons in the remaining sections of regulations in this
part will be updated by future technical amendnents.

Adm ni strative Procedure Act

Thi s docunent nerely inplenments sections of the |aw that were



enacted on August 5, 1997. Therefore, we find it is unnecessary to

i ssue this Treasury decision with notice and public procedure under 5
U S.C. 553(b), or subject to the effective date limtation in section
553(d).

Regul atory Flexibility Act

The provisions of the Regulatory Flexibility Act relating to a
final regulatory flexibility analysis (5 U S.C. 604) do not apply to
this final rule. We were not required to publish a general notice of
proposed rul emaki ng under 5 U. S.C. 553 or any other law. The revenue
effects of this rul emaking on small businesses result directly fromthe
underlying statute. Pursuant to 26 U. S.C. 7805(f), we have sent a copy
of this regulation to the Chief Counsel for Advocacy of the Smal
Busi ness Administration for coment on its inpact on small businesses
pursuant to section 7805(f).

Executive Order 12866

It has been determned that this final rule is not a significant
regul atory action as defined by Executive O der 12866.

Paper wor k Reduction Act of 1995

The collection of information contained in this final regulation
has been revi ewed and approved by the O fice of Managenent and Budget
(OWB) in accordance with the requirenents of the Paperwork Reduction
Act of 1995 (44 U.S.C. 3507(j)). An agency may not conduct or sponsor
and a person is not required to respond to, a collection of information
unless it displays a valid control nunber assigned by OVB.

The collection information for OVB nunber 1512-0504 is found in 27
CFR 296. 196 and 296.262. The collection information for OVB nunber
1512-0141 is found in 27 CFR 296.253. This information is required to
ensure proper
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records and paynent of floor stocks tax on cigarettes. The collection
of information is mandatory for respondents who are primarily

busi nesses or otherw se operate for profit. The estinnated average
burden of this information collection is 4 hours per respondent for a
smal | business and 12 hours per respondent for a |arge business. The
overall burden of this information collection is estimated at 2 mllion
hours. Comments concerning the accuracy of this burden estimte and
suggestions for reducing this burden should be directed to the Chief,
Docunent Services Branch, Bureau of Al cohol, Tobacco and Firearns, 650
Massachusetts Avenue, NW Washi ngton, DC 20226, and to the Ofice of
Managenent and Budget, Attention: Desk Oficer for the Departnent of
the Treasury, Bureau of Al cohol, Tobacco and Firearnms, O fice of
Informati on and Regul atory Affairs, Washi ngton, DC 20503.

Drafting Information

The principal author of this docunment is Jackie Wite of the
Regul ati ons Divi sion, Bureau of Al cohol, Tobacco and Firearns.

Li st of Subjects in 27 CFR Part 296



Aut hority del egations, G gars and cigarettes, O ains, D saster
assi stance, Excise taxes, Penalties, Seizures and forfeitures, Surety
bonds, Tobacco.

PART 296- - [ AVENDED]

Paragraph 1. The authority citation for part 296 is revised to read
as follows:

Authority: 18 U S.C 2341-2346, 26 U S. C. 5708, 5751, 5761-5763,
6001, 6601, 6621, 6622, 7212, 7342, 7602, 7606, 7805, 44 U.S.C.
3504(h), 49 U.S.C. 782, unless otherw se noted.

Par. 2. Subpart | is revised to read as foll ows:

Subpart 1--Floor Stocks Tax on Cigarettes Held for Sale on January 1,
2000 and on January 1, 2002

Cener al

Sec.

296.191 Purpose of this subpart.

296.192 Terns used in this subpart.

296. 193 Fl oor stocks tax defined.
296.194 Persons liable for this tax.
296.195 Persons not liable for this tax.
296. 196 Fl oor stocks requirenents.

I nventori es

296.201 Establish quantities of cigarettes.

296.202 Inventory for cigarettes with export markings.
296.203 How to identify cigarettes with export markings.
296. 204 When to take inventory.

296. 205 Physical inventory requirenents.

296. 206 Book or record inventory requirenents.

296.207 G garettes in transit.

296.208 Cuidelines to deternmine title of cigarettes in transit.
296.209 G garettes in a foreign trade zone.

296.210 G garettes held in bond.

296.211 Unnerchantabl e cigarettes.

296.212 Cgarettes in vendi ng machi nes.

296.213 G garettes marked “not for sale” or “conplinmentary.”

Conmpute Tax Liability

296. 221 Determ ne anpunt of tax due.
296. 222 Fl oor stocks tax rates.
296.223 Apply tax credit.

Filing Requirenents

296.231 How to obtain a tax return
296.232 Prepare tax return

296. 233 How to pay.

296. 234 Tax return due dates.



296.235 Filing requirenments for nultiple |ocations.
296.236 G garettes in a warehouse.
296.237 Controlled group nmenbers.

Recor ds

296.241 Required records.

296.242 Period for maintaining records.
296.243 Cgarettes at multiple |ocations.
296. 244 \Mere records must be maintai ned.
296.245 FErrors in records.

d ai ns

296.251 Before filing a claim

296.252 Wen to file a claimfor errors on return

296.253 Howto file a claimfor errors on return

296.254 Destruction of cigarettes by a Presidentially-declared
maj or di saster.

296. 255 Additional reasons for filing a claim

Al ternate Met hods or Procedures

296. 261 Purpose of an alternate nethod or procedure.
296.262 How to apply for approval.

296.263 Conditions for approval.

296.264 Wthdrawal of an alternate nmethod or procedure.

ATF Authorities

296. 270 Delegations of the Director
296.271 Entry, exam nation and testinony.
296. 272 |ssuance of sunmmons.

296. 273 Refusing entry or exam nation
296.274 Penalties for failure to conply.

Subpart 1--Floor Stocks Tax on Cigarettes Held for Sale on January
1, 2000 and on January 1, 2002

Authority: Section 9302, Pub.L. 105-33, 111 Stat. 251, unless
ot herw se not ed.

Cener al

Sec. 296.191 Purpose of this subpart.

The regulations in this subpart inplenent the floor stocks tax on
cigarettes held for sale the first noment on January 1, 2000 and on
January 1, 2002.

Sec. 296.192 Terns used in this subpart.
(a) Appropriate ATF officer. An officer or enployee of the Bureau

of Al cohol, Tobacco and Firearns (ATF) authorized to perform any
functions relating to the adm nistration or enforcenent of this subpart



by ATF Order 1130. 14, Del egation Order--Delegation of the Director's
Authorities in Subpart | of 27 CFR Part 296.

(b) Controlled group. Pursuant to 26 U S.C. 5061(e)(3), the term
“controll ed group” neans a controlled group of corporations, as
defined in 26 U S.C. 1563, and inplenmenting regulations in 26 CFR
1.1563-1 through 1.1563-4, except that the words “at |east 80
percent” shall be replaced by the words “nore than 50 percent” in
each place they appear in subsection (a) of 26 U.S.C. 1563, as well as
in the inplenenting regulations. Controlled groups of corporations
include, but are not limted to:

(1) Parent-subsidiary controlled groups as defined in 26 CFR
1.1563-1 (a)(2).

(2) Brother-sister controlled groups as defined in 26 CFR 1. 1563-
1(a)(3).

(3) Combi ned groups as defined in 26 CFR 1.1563-1(a)(4). Al so, the
rules for a controlled group of corporations apply in a simlar fashion
to groups which include partnerships and/or sole proprietorships. If
one entity maintains nore than 50% control over a group consisting of
corporations and one, or nore, partnerships and/or sole
proprietorships, all are nenbers of a controlled group

(c) Foreign trade zone. A foreign trade zone established and
operated pursuant to the Act of June 18, 1934, as anended, 19 U S. C
81la.

(d) Large cigarettes. Cigarettes weighing nore than three pounds
per thousand.

(e) Person. \When the term*“person” is used in this subpart, it
refers to an individual, partnership, association, conpany,
corporation, a trust, or an estate. It also includes any State or
political subdivision.

(f) Small cigarettes. Cigarettes weighing not nore than three
pounds per thousand.

(g) Tax increase dates. For the purposes of this floor stocks tax,
the tax increase dates are January 1, 2000 and January 1, 2002.

Sec. 296.193 Floor stocks tax defined.

Fl oor stocks tax is a tax inposed on all Federally taxpaid or tax
determ ned cigarettes held for sale on the first nmonent a tax increase
beconmes effective. The tax is the difference between the previous
excise tax rate and the new tax rate.
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Sec. 296.194 Persons liable for this tax.

You are liable for this tax if you hold for sale any taxpaid or tax
determ ned cigarettes at the noment a tax increase is effective. You
are liable for floor stocks tax on cigarettes that you own that may be
intransit (refer to Secs. 296.207 and 296.208). You may also be liable
if you hold cigarettes in a foreign trade zone (refer to Sec. 296.209).

Sec. 296.195 Persons not liable for this tax.

If you do not hold any taxpaid or tax determ ned cigarettes for
sale at the nmonent a tax increase is effective, you are not liable for



this tax.

Sec. 296.196 Fl oor stocks requirenents.

(a) Take an inventory. Establish the quantity of cigarettes subject
to the floor stocks tax held for sale at the beginning of the tax
i ncrease dates (January 1, 2000 and January 1, 2002). You may take a
physi cal inventory or you may use a book or record inventory, as
specified in Secs. 296.205 and 296. 206.

(b) Compute tax amount. Conpute the amount of tax for the
cigarettes held for sale at the start of each of the tax increase
dates. Refer to the table shown in Sec. 296.222. Apply the tax credit
as provided by Sec. 296.223.

(c) File tax return. After you have conputed the floor stocks tax,
you nmust file a return for each tax increase date if tax is due.

(d) Maintain records. Maintain all records used to determne the
quantity of cigarettes on hand at the start of each tax increase date.
You nmust also maintain all conputations used to determ ne the anount of
tax owed. Refer to Sec. 296.241

(Approved by the Ofice of Managenent and Budget under control
nunmber 1512- 0554)

I nventori es

Sec. 296.201 Establish quantities of cigarettes.

You must take an inventory to establish the quantity of cigarettes
subject to the floor stocks tax. You may take a physical inventory or a
book or record inventory.

Sec. 296.202 Inventory for cigarettes with export markings.

Your inventory of cigarettes must count separately cigarettes that
have been | abel ed for export fromthe United States.

Sec. 296.203 Howto identify cigarettes with export markings.

Each package (the container in which cigarettes are put up by the
manuf acturer and delivered to the consuner) of cigarettes will have:

(a) Amark or a |label with the words “Tax-exenpt. For use outside
US.” or “US. Tax Exenpt. For use outside U S.”; or

(b) A stanp, sticker, or notice, required by a foreign country or
possession of the United States, which identifies such country or
possessi on.

Sec. 296.204 \When to take inventory.

You must take your physical inventory or book or record inventory
during the periods noted in the table to this section



Date of floor stocks tax Not earlier than No | ater than
January 1, 2000............. Decenmber 26, 1999... January 10, 2000.
January 1, 2002............. Decenmber 26, 2001... January 10, 2002.

Sec. 296.205 Physical inventory requirenents.

Your physical inventory nust include a witten record of:

(a) Quantity and Type. You nust record the quantity and type of
cigarettes in sufficient detail to determne the tax rate as stated in
Sec. 296.222 and whet her the cigarettes have export markings as stated
in Sec. 296.203. The follow ng chart provides the type of cigarette and
method to use to determ ne quantities:

Type or Kkind I nvent ory met hod

Smal| cigarettes (Class A)... Count the:
& t;bullet&yt; Nunmber of cigarettes w thout
export markings.
& 't;bullet&yt; Nunmber of cigarettes with
export markings.

Large cigarettes (Class B)... Count the:
& t;bullet&yt; Nunmber of |large cigarettes
6.5" or less in length w thout export
mar ki ngs.
& t;bullet&yt; Nunmber of |arge cigarettes
6.5" or less in length with export
mar ki ngs.
& t;bullet&gt; Nunmber of each size of large
cigarettes nmore than 6.5” in length
wi t hout export marki ngs.
& t;bullet&yt; Nunmber of each size of large
cigarettes nmore than 6.5” in length
wi th export markings.

(b) Date. Date(s) the inventory was taken

(c) Name. Nane of individual (s) conducting the inventory and the
nane of the person for whomthe inventory was taken

(d) Location. Record where the inventory was taken (street address,
city and State).

(e) Time. The physical inventory nust be taken between the dates
shown in Sec. 296.204. If you do not take the physical inventory as of
the cl ose of business on the | ast respective business days of 1999 and
2001, the records must be reconciled. The inventory records mnmust be
reconciled to reflect the actual quantity of cigarettes held as of the
first nonment of January 1, 2000 and January 1, 2002, respectively.
These records nust include all supporting records of receipt and
di sposition.

Sec. 296.206 Book or record inventory requirenents.

You may use a book or record inventory if you have source records



t hat show.

(a) The quantity of receipts and dispositions of all cigarettes.

(b) The actual type and quantities of cigarettes on hand as if a
physi cal inventory had taken place the nonent the tax increase becane
effective. Refer to Sec. 296.205(a).

(c) The nane and address of the consignor and consi gnhee.

(d) The date of receipt or disposition of the cigarettes.

(e) The brand name of each product.

(f) I'f you do not take the inventory as of the close of business on
the | ast respective business days of 1999 and 2001, the records must be
reconcil ed as described in Sec. 296.205(e).

Sec. 296.207 Cigarettes in transit.

Cigarettes in transit nust be included in your inventory if you
hold title to the cigarettes. If you have transferred the
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title, you nust document the title transfer in witing. For exanple,
you may mark the bill of lading with a witten statenent that indicates
the tine and place of the title transfer

Sec. 296.208 Cuidelines to deternmine title of cigarettes in transit.

You may use the followi ng guidelines to establish who holds title
to cigarettes in transit.

(a) If State | aw mandates the change in title, then no agreenment or
contract between seller and buyer can alter it.

(b) I'n the absence of State | aw governing the change of title
bet ween sell er and buyer, the Uniform Commerci al Code allows the seller
and buyer to agree when title passes.

(c) If there is no State |aw or agreenment between the seller and
buyer, the Uniform Comrercial Code states that title transfer depends
on how the seller ships the cigarettes.

(1) Freight on board (F.O B.) destination. The title transfer
occurs when the seller conpletes the performance of the physica
delivery of the cigarettes.

(2) Freight on board (F.O B.) shipping point. The title transfer
occurs when the seller transfers the title at the tinme and pl ace of
shi pment, which is generally by comon carrier

Sec. 296.209 Cigarettes in a foreign trade zone.

You are liable for the tax and nust take an inventory when either
of the follow ng conditions apply:

(a) Internal revenue taxes have been determ ned or Custons duties
liquidated, with respect to cigarettes pursuant to the first proviso of
section 3(a) of the Act of June 18, 1934 (48 Stat. 998, 19 U S.C 8la),
or

(b) G garettes are held by a Custons officer pursuant to the second
provi so of section 3(a) of the Act of June 18, 1934 (48 Stat. 998, 19
U S C 8la).



Sec. 296.210 Cigarettes held in bond.

If you are a manufacturer or an export warehouse proprietor and
hold cigarettes in ATF bond on the tax increase dates, the floor stocks
tax does not apply to those cigarettes. Likew se, if you have
cigarettes held in a Custons bonded warehouse, the floor stocks tax
does not apply on those cigarettes.

Sec. 296.211 Unmerchantable cigarettes.

Any cigarettes that you hold for return to a supplier because of
sonme defect are not subject to the floor stocks tax. You nmust prepare a
separate list of these items. You cannot include as unmerchantabl e any
items that may be hel d because of poor nmarket demand or to reduce your
i nventory.

Sec. 296.212 Cigarettes in vendi ng machi nes.

You do not have to inventory cigarettes held in a vendi ng nachi ne
for retail sale, provided

(a) The vendi ng machi ne holding the cigarettes is placed at a
| ocation where retail sales occur, and

(b) The cigarettes are ready to be dispensed by a consuner.

Sec. 296.213 Cigarettes nmarked “not for sale” or “conplinentary.”

Cigarettes marked “not for sale” or “conmplinentary” that are
part of a sale (for exanple, buy two packs and get one pack free) are
subject to the floor stocks tax and nmust be included in the book or
record inventory as required by Secs. 296.205 and 296.206. C garettes
that are marked “not for sale” or “conplinmentary” and are intended
to be given away and not in conjunction with any sale are not subject
to the floor stocks tax.

Conmpute Tax Liability

Sec. 296.221 Determ ne anount of tax due.
After you have taken your inventory, apply the applicable tax rate

for each type of cigarette using the table in Sec. 296.222. Miltiply
t he amount of each type of cigarette by the applicable tax rate.

Sec. 296.222 Floor stocks tax rates.

Type or kind January 1, 2000 January 1, 2002
Smal | Cigarettes (3 pounds or $5 per 1,000 or 10 $2.50 per 1,000 or
| ess per 1,000). cents per 20. 5 cents per 20
Large Cigarettes (nore than 3 $10. 50 per 1,000 $5. 25 per 1,000 or

pounds per 1, 000). or 21 cents per 10.5 cents per 20



Special rule: For large cigarettes over 6\1/2\ inches |ong determ ne
the rate for each length. Miultiply the rate prescribed for smal
cigarettes by the whole nunber that represents the addition of each
2\'3/ 4\ inches and any fraction of the |length, as one (1).

Sec. 296.223 Apply tax credit.

You are allowed a credit agai nst your floor stocks tax of up to
$500. However, controlled groups are eligible for only one credit for
the entire group. The credit may be divided equally anong the nmenbers
or apportioned in any other manner agreeable to the nenbers.

Filing Requirenents

Sec. 296.231 How to obtain a tax return

You may obtain ATF Form 5000. 28T, Floor Stocks Tax Return for
Cigarettes, fromany of the foll owi ng sources:

(a) ATF web site (ww. atf.treas.gov);

(b) ATF Distribution Center, PO Box 5950, Springfield, Virginia
22150- 5950, tel ephone (703) 455-7801; or

(c) National Revenue Center, 550 Main Street, G ncinnati, Chio
45202- 3263, tel ephone (800) 398-2282 or (513) 684-7151

Sec. 296.232 Prepare tax return

If your tax liability is zero, you do not have to conplete or file
a tax return. therwi se, conplete and file the floor stocks tax return
in accordance with the instructions for the form

Sec. 296.233 How to pay.

Your paynment must be in the formof a check or noney order and sent
wi th ATF Form 5000. 28T unl ess you are required to file by electronic
fund transfer as described in paragraph (a) of this section

(a) Electronic fund transfer. If you pay any other excise taxes
coll ected by ATF by electronic fund transfer, then you nust al so send
your paynent for this floor stocks tax by an electronic fund transfer
ATF P 5000. 10, Paynent by El ectronic Funds Transfer, specifies howto
make an el ectronic fund transfer. You can get ATF P 5000.10 from any of
the foll owi ng sources:

(1) ATF web site (ww. atf.treas.gov);

(2) ATF Distribution Center, P.QO Box 5950, Springfield, Virginia
22150- 5950, tel ephone (703) 455-7801; or

(3) National Revenue Center, 550 Main Street, G ncinnati, Chio
45202- 3263, tel ephone (800) 398-2282 or (513) 684-7151

(b) [Reserved]
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Sec. 296.234 Tax return due dates.

Tax increase date File tax return no | ater than
January 1, 2000........... ... .. . .. ... March 31, 2000 \ 1\
January 1, 2002......... .. ... .. .. April 1, 2002

\1\ Section 9302(j) of P.L. 105-33 states that the due date is April 1,
2000. However, section 5703(b)(2)(E) of the Internal Revenue Code
requires that when a due date falls on a Saturday, Sunday or a |lega
hol i day, the preceding day that is not a Saturday, Sunday or |ega
holiday will be the due date. Therefore, the floor stocks tax for this
period is due on March 31, 2000 since April 1, 2000, falls on a
Sat ur day.

Sec. 296.235 Filing requirenents for nultiple |ocations.

You may file a consolidated return if all |ocations or places of
busi ness have the sane enpl oyer identification nunber. You al so have
the option of filing a separate return for each place of business or
| ocati on.

Sec. 296.236 G garettes in a warehouse.

(a) G garettes warehoused at one or nore |ocations nust be reported
on the tax return representing the |ocation where the cigarettes wll
be offered for sale.

(b) G garettes offered for sale at several |ocations nmust be
reported on a tax return filed by one or nore of the locations. The
cigarettes can be reported by a single |location or apportioned anong
several |ocations.

Sec. 296.237 Controlled group nenbers.

If you are a nenber of a controlled group, you nust file if the
conbined liability with other nenbers is nore than $500. |If you have
your own enpl oyer identification nunber, you nmust file a separate tax
return. You may take the tax credit discussed in Sec. 296.223 if it is
apportioned to you as a nenber of the controlled group

Recor ds

Sec. 296.241 Required records.

You nust nmai ntain:

(a) Inventory records.

(b) Tax conputati ons.

(c) Nanes, addresses and enpl oyer identification number of al
control l ed group nenbers, if applicable.

(d) Copy of tax return, if you filed one.

(e) List of locations and warehouses covered by the tax return

(f) Any approved alternate nmethod or procedure under 296.263.



Sec. 296.242 Period for maintaining records.

An appropriate ATF officer may require, in witing, that you keep
records and any tax returns for an additional period of not nore than 3
years. Keep your records in accordance with tinme franes shown in the
table to this section.

Mai ntai n your records for at
If you have: | east :

Taken an inventory but are not required 3 years fromthe tax increase

to file a tax return. dat e.

Filed a tax return on or before the due 3 years fromthe due date of

date of the return. the tax return, as specified
in Sec. 296.234.

Filed a tax return after the due date 3 years fromthe date of filing

of the tax return. the tax return.

Sec. 296.243 Cigarettes at multiple |ocations.

You nmust maintain a list of each place where you hold cigarettes
subject to the floor stocks tax. This list must include:

(a) Address.

(b) Nanme of the proprietor (if different).

(c) The enployer identification nunber (if different).

(d) Quantity and classification of all cigarettes held at each
| ocati on.

Sec. 296.244 \Nere records nmust be nmintai ned.

Keep your inventory records at your principal place of business.
Al'l records nmust be nmade available to an appropriate ATF officer upon
denand.

Sec. 296.245 FErrors in records.

If your inventory records or tax conputation records contain an
error that resulted in an overpaynent of tax, you can file a claimfor
refund. If your inventory or tax conputation records contain an error
that resulted in an underpaynment of tax, you nust file an additiona
tax return on which you show and pay the additional tax, interest and
any applicable penalties.

d ai ns

Sec. 296.251 Before filing a claim

Before you can file a claimfor refund, you nust have paid your
floor stocks tax on ATF F 5200. 28T and subsequently determ ned that you
overpaid the tax.



Sec. 296.252 Wien to file a claimfor errors on return

You nmust file the claimwithin 3 years fromthe due date of filing
the tax return or 2 years fromthe tine the tax was paid, whichever is
| ater.

Sec. 296.253 Howto file a claimfor errors on return

Your claimnust be filed on ATF Form 2635 (5620.8). The cl ai m nust
i ncl ude detailed and sufficient evidence to support why you believe the
tax was overpaid. The claimand supporting docunentation nust be mail ed
or delivered to the address shown on the form
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Sec. 296.254 Destruction of cigarettes by a Presidentially-declared
maj or di saster.

After you have paid the floor stocks tax, you may file a claimfor
refund of tax on cigarettes |ost, rendered unmarketabl e, or condemmed
because of a Presidentially-declared major disaster. Refer to subpart C
of this part for the time, evidence and procedures for filing a claim

Sec. 296.255 Additional reasons for filing a claim

(a) Manufacturer. 27 CFR part 270, subparts | and K state the
ti mes, reasons and procedures for filing a claimfor refund.

(b) Export warehouse proprietor. 27 CFR part 290, subpart G states
the tine, evidence and procedures for filing a claimfor refund.

(c) Exported taxpaid. If cigarettes are shipped fromthe United
States, you may file a claimfor drawback of taxes under subpart K of
27 CFR part 290.

(d) Inporter. An inporter may follow the procedures for filing a
claimas described in 27 CFR part 275, subpart |

Al ternate Met hods or Procedures

Sec. 296.261 Purpose of an alternate nethod or procedure.

An alternate nethod or procedure is a different way of performng a
requi renent than is provided in this subpart of regulations. You would
only make a request if you wanted to performa requirenent in a
different way than is provided in this subpart.

Sec. 296.262 How to apply for approval.

You must apply in witing to the National Revenue Center, 550 Main
Street, Cncinnati, Onhio 45202-3263. You nust describe the alternate
met hod or procedure and reasons you wi sh to use it. You cannot use the
alternate nmethod until you receive witten approval from ATF.
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Sec. 296.263 Conditions for approval.

The alternate nethod or procedure may be approved if it neets al
of the follow ng conditions:

(a) There is good cause for its use.

(b) It is consistent with the purpose and effect intended by the
prescri bed nmet hod or procedure.

(c) It affords equivalent security to the revenue.

(d) It is not contrary to any provision of |aw.

(e) I't will not result in an increase in cost to the Governnent.

(f) It will not hinder the effective adnm nistration of this subpart
such as delaying tinely paynent of taxes.

(g) It is not a method or procedure that relates to the paynment or
col l ection of tax.

Sec. 296.264 Wthdrawal of an alternate nethod or procedure.

The approval will be withdrawn if revenue is jeopardized or
adm ni stration of this subpart is hindered. ATF will give you a witten
noti ce of the wthdrawal .

ATF Authorities

Sec. 296.270 Delegations of the Director

The regul atory authorities of the Director contained in this
subpart are delegated to appropriate ATF officers. These ATF officers
are specified in ATF O 1130. 14, Del egati on Order--Del egati on of the
Director's Authorities in Subpart | of 27 CFR part 296. ATF del egati on
orders, such as ATF O 1130.14, are available to any interested party by
mailing a request to the ATF Distribution Center, PO Box 5950,
Springfield, VA 22150-5190, or by accessing the ATF web site (http://
www. at f. treas. gov/).

Sec. 296.271 Entry, exam nation and testinony.

Appropriate ATF officers, in performng official duties, may enter
any prenmises to examne cigarettes subject to floor stocks tax. They
may enter the prem ses during the day or may al so enter at night if the
prem ses are open. Appropriate ATF officers may audit and exam ne al
cigarettes, inventory records, books, papers, or other resource data
for the purpose of ascertaining, determ ning or collecting floor stocks
tax. They may take testinony (under oath) of any person when inquiring
as to proper paynent of floor stocks taxes.

Sec. 296.272 |ssuance of summobns.



Appropriate ATF officers can issue sunmonses when there i s no
Justice Departnent referral under the authority stated in 27 CFR 70. 22.
The sunmons will state a place and tine for such itenms or person to
appear. ATF will issue a sumons to require:

(a) Any books of account or other data pertaining to liability of
fl oor stocks tax.

(b) Any person liable for the floor stocks tax or having possession
of books of account or other data.

(c) Any other appropriate person in connection with the books or
tax liability.

Sec. 296.273 Refusing entry or exam nation

If you or another person in charge of the premi ses refuses to admt
any appropriate ATF officer or prevents any appropriate ATF officer
fromexam ning the records or cigarettes, you may be liable for the
penalties described in 26 U S.C. 7342 and 7212, respectively.

Sec. 296.274 Penalties for failure to conply.

If you fail to follow these regul ati ons, ATF may apply applicable
civil and crimnal penalties under the Internal Revenue Code of 1986.
For exanple, failure to file and failure to pay penalties may be
assessed against you if you do not tinely file your tax return or
timely pay the taxes due. In addition, interest under 26 U. S. C. 6621
accrues for any underpaynent of tax and on all assessed penalties until
pai d.

Si gned: Cctober 13, 1999.
John W Magaw,
Director.
Approved: Cctober 27, 1999.
John P. Sinpson,
Deputy Assistant Secretary (Regulatory, Tariff and Trade Enforcenent).
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